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sub-Committees of the Round Table Conferences failed to
offer satisfactory indications of the sources of additional
finance necessary for the new regime ; nor were they able
to adjust financial relations between the Federation and the
units. A financial memorandum was then prepared by
Sir Malcolm Hailey, on which Sir Samuel Hoare based his
evidence before the Committee. He reviewed the entire
budgetary position of the Government of India and of the
Provinces and said :

" I think two significant facts emerge from the figures.
The first is that the greater part of this deficit, call it, if you
will, from six crores to ten crores, is due not to the setting
up of the Federal Government in the centre, but to the
setting up of autonomous provinces upon a self-supporting
basis. I would lay special emphasis upon this fact, that by
far the greater, part of the deficit is due to the setting up
of the autonomous provinces upon a self-supporting basis.
Next, a second fact that emerges is that a very small part
of this deficit, take it if you will at the highest figure, say,
of ten crores, is due to actual fresh expenditure. If you
analyse the figures you will find that, apart from a com-
paratively small sum, namely, about three-quarters of a
crore, for setting up the new machinery in the provinces,
and a figure of about the same amount, namely, about
three-quarters of a crore, for setting up the Federal institu-
tions in the centre, the rest of the amount is not fresh
expenditure at all, and it is due in the main to two changes
in the allocation of revenues of India, namely, first of all,
the change, supposing Burma is separated from India, of
leaving Burma two or three crores that it now contributes
to the Indian Central Government. Secondly, it is due to
a figure of about the same amount, some two crores, that
is necessary whether changes take place in the constitutional
field or whether they do not, to put a stop to the permanent
deficit in Bengal and the permanent deficit in Assam."

The main conclusions reached on the financial situation
were, that it would be necessary to institute an expert
enquiry into the financial position before the Constitution